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UNCLAS STATE 121711 

E.O. 11652: N/A 
TAGS: EFIN.US 

SUBJECT:U.S. SALE OF FOREIGN CURRENCY SECURITIES 
REF: THE HAGUE 1130 

1 . IN RESPONSE TO REFTEL, THE US PUBLIC POSITION IS THAT 
THE U.S. HAS NO INTENTION, AT THIS TIME, OF ISSUING FOREIGN 
CURRENCY DENOMINATED SECURITIES TO FINANCE THE CURRENT 
ACCOUNT DEFICIT. SUCH SALES WOULD NOT BE BENEFICIAL AS A 
MEANS OF FINANCING THE PAYMENTS DEFICIT. A STRONG DOLLAR 
REQUIRES THAT THE U.S. DEAL WITH THE FUNDAMENTAL 
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ECONOMIC SITUATION AND NOT RELY ON FINANCING MECHANISMS. 

2. THE REASONS FOR THIS POSITION ARE AS FOLLOWS: 

(A) SALES OF FOREIGN CURRENCY DENOMINATED SECURITIES 
WOULD NOT BE EFFECTIVE AS THEY WOULD INDUCE ADDITIONAL 
DOLLAR OUTFLOWS AND DEMAND FOR FOREIGN CURRENCIES: THERE 
IS NO WAY TO SEGMENT CAPITAL MARKETS; EXISTING DOLLAR 
HOLDINGS - DOMESTIC OR FOREIGN - COULD BE USED TO 
PURCHASE THE FOREIGN CURRENCIES NEEDED TO ACQUIRE SUCH 
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SECURITIES; AND SUCH TRANSACTIONS WOULD PLACE DOWNWARD 
PRESSURE ON THE DOLLAR AND OFFSET THE EFFECTS OF OUR SUB- 
SEQUENT SALE OF THE FOREIGN CURRENCIES. 


(B) SALES THAT DISCRIMINATED AGAINST CURRENT DOLLAR HOL- 
DERS WOULD BE SUBJECT TO STRONG POLITICAL OPPOSITION ON 
EQUITY GROUNDS. VANCE 
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